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The Role of U. S. Investments

in the Latin American Economy

this repuct is based.

THIR artiele comtaing the highlights of & specinl study condueted by the Ofies of Business Kronomics
t abtain d2te showing the economic sigmlicance of the oparatisnz of Unkied Statas direct investments
in Latin Amerlen mora fally than the dada on capiiel fiowa aud income collecled for many years in
comnection Wil the balaace of paymenia of the United Siatsa  Final end compisie rasnlis of this
survey will be made available in a separate poblication.

The Dffics of Business Economics acknowledges the sosparation of the meny companice which
nnderteck the very congiderabla spocial aflari reéqoired Lo agramble the deteilad informatlon on whick

g‘ ITH the unprecedentad expansion of United Siates busi-
ness investments a since the war has come an
increasing need to axtend our knowledge of their impact on
the economies of foresign eoxmiries, and to obtain date which
go beyond tha familiar estimates of net capital flows, book
values and carnings.. This ariicle is tha first attempt to
present such an analysis, and represents the results of a
comprehensiva smvey of Latin America, a major area in
which -United States investments have contributed grestly
to economic development. | |

The companica reporting in this survey account for 25
percent of tha total sssets ;}‘hl?ged by all United States
companies in Latin America. se percentages for major
industries are given at the end of this artiele. On tha besis
of 1955 esrnings, the grovp of companies covered account
for four-fifihe of total earnings of sll United States companies
in Latin Arnerics.

The data given below sum up the reports of the compa-
niss participating in thie s ; po atbempl was modas to
estimata the equivalent totals for all United States compa-
nies operating in Latin Amerien, slthough the coverage is
sufRicient to establish the majer facts concerning the activi-
tiez of United States companies. In order to avoid repeti-
tion this qualification is not cited in_connsction with
sat of statistics, but it should be kept in mind by the reader.

Tn all, reports ara included for 300 parent companies cov-
ering nearly 1,000 subsidiaries and branches in Latin Amer-
jea.  Of tge 1,000 suterprises covered, over 150 were in
Medm;}cgband thare were over 100 each in Argentina, Brazil,
an “’I‘

Summary of results

Data collected in this survey give & view of the operatioas
of Unitad Staies companies in ion to balance of
payments, foreign trade, total mﬁub, incomes, smployment,

vernment revenues, and capitel investment of the coun-
tries of Latin America, The following section summarizes
the principal resnilta,

A major finding of this survey is that United States com-
E:m‘aa produaced pearly §5 billion -::E&?ods and services in

tin Arnerien in 1955 and contributed substontially to the

NOTE~MR. FIZER AND ME. OUTLER ARE MEMBERE OF THE EALANOE
QF FPAYMENTE DIVISION, OFFIOE OF BU =] %JDHO H#UE
QONTRIBDTIONS TO gEB "REFORT WERE gIﬁD MADE BY ZALIH ¥.Wa
FER AND JOLIYE H. TEPLIT OF THAT DIVISION.
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‘the compinises

net; produet of the area. orta by the companies secounted
for 30 percent of all _I.ﬂ.f-il_Elemeric&u exports and about one-
third of Latin Ameriean exports {o the Unhited Siates. The
net direct foreign exchange return to Latin America from
the cperations of these companies was 31 billion. In addi-
tion, manufasiures produ locally by the companies are
al:aa.d{l important supplements to mporss, and petrolenm
and other produsts are being made uymla.bia for use in the
growing econounes of the counéries in the ares. Imports
mto Latin America by the companies accounted. for about
10 percent of total Latin American imports, including a sig-
nificant part of the eapital ipment imported.

The rveports indicate that United Stetes companies gener-
ated a considerable portion of total incomes in Latin America.
Payments to employees were nearly $1 billion in 1955, and

jos El.rac ctly employed =ome 600,000 persons.
Governments in Latin Americs received from the COMPANI a8
over §1 billion in income and other iaxes, accounting for o
sizable d}mrhun of sll government revenues 1o these couninss.
HExpenditures for materials and investment in verious coun-
tries ware alse important fectors in the economic activity
of the area.

Neow data developed in this survay show that total capital
investment in Ladin America by the reporiing companies
was about $600 million in 1955, Including sver 3400 million
for plant and equipment expenditures. This is twice as

F £ ﬁ the Th&mU in&.lée book value of the investments,
and indicetes that United States companies are participati
on & large scale in tke establishment of additional pmdfmttﬁg
facilities in tha sreq. .

. This report deals only with the direct activities of the
United Stetes companies reporting, and therefore does not
reflect the full extent to which the companies affect sconomic
agtivity in Latin America through secondary and less direct
effents of these primaxy activities, Since this report ia stn-
tistionl, it aleo does not ecover such factors as contributions
to health, edueation, and other socidl services, or to the
important technical and managerial innovations which are
introduced wherever the companies operata.

Growth of investments

To put the present siaius of Ubited States direct invest.
ments in Latin America into historic perspective, their growth
over the years will be reviewed briefly. Latin Amertea has
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been a chiaf focus for United Siates direct invesiments abroad
since early in this century. The first investments were an
extengon of the trading interesie of United Siates exporters
and im and the rich natural resources of Latin Aner-
ioa also soon attracted large amounts of eapital. Tnvest-
mentz in natural zesource devalopmant were especially stim-
ulated by the demands of ithe First World War, -

By 1019, as shown in table 1, United States direct inveat-
ments in Latin America had & book value of 32 billion, about
half of the iotal of United States direci investments abroad
at that time, In the 1920's, when Ulnited Stetes private
mvestments abroad were in an expansionary phase, direct
jnvestments in Latin Americn mersased by $1.5 billion, with
muchk of the expansion coming late in the period as public
utility invesiments became prominent. In the dwide
Buziness degline after 1920 Umtad States domeatic and foreign

jnvastments foll off ¥ snd there was & drop in the yalue
of existing assels, i ing certain gwopertaes in Latin
.America. The veeds of World Wear IT brought s renewal of
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investment on s sabatantial scale, though the total book
valua of TUnited States direct investments in Letin Americs
in 1946 had not yet reached tha earlier peaic.

Since 1946, United Statea companies havra expanded their
facilities 7o Latin America at an tmpracedented rate, so that
At present their investinent haz a book value of over $7
billion. Moreover, actunl gross capital expendituces by the
companies have bean meuch greater than nat increasa in
book walires shown in tabla 1. In the 1950-55 peritd, for
instance, while the pet incressa in book values was 51.8
billion, it ia estimated on the basis of data developed in this
survey that an additionol amount nearly es great was spent.
to replace and modernize existing plant and squipment by
nsing funde currently et aside to cover depreciation, and to
explora and develop naw resources. (Capital investments by
United States companies in Latin America were considerably
larger 3n 1956 than in the previews year, covered by this
study, snd investment activity is continuing at a high rate.

Contribution to Latin American Production

One of the most significent results of this suxvg is & oo~
prehensive measure of the cutpué of the United States com-
panies upmtinlg in Latin America and the effectz of this
oubput on the foreign trade and domestic economies of the
ares, ‘The first chart shows the market value of the pro-
duetion of the Tinited States compenies prodocing commod-
ities in Latin America. .

Production sxported for dollars in 1956 by the companies,
after eliminating estimated trade withm Latin America, was
over $2.1 billion, including sales of $1.3 billion to the United
States and about HRM million ito other eountriez. In
addition, ahout $100 million of prodects were s0ld for foreign
grrencies. These amounts represent sbout 30 pereent of all
Latin American exporie to other aress, and over one-third of -
the area's sales to the United States.

United States companiez also produced geods for local
markets with & seles value of about $2.5 billion, and the net
inflow of new capital added about 8100 million to Latin
American resourees. Thus the gross amount of goods pro-
duced in Latin America by United Siates companies for

“axport and home consumption, plus capital flows, was about

$43 billion, . *
- In 1855 United States companies repo
remitted ipcome and othar intercormpany tntu.hnm§
2310 milljor, it $515 million of eapital equipment
other materials from the United Stetes, and imporsed about
$150 rmllion of materinlg from other countries,

When the foreipn exchange costs of $1.3 billion ars smb-
fracted from the total markes value of outpat, plus capitel

Table L~—Hopk Yalue of U, 9, Direct Investmenta in the Latin
Amnorican Republics, by Major Indugtries aud Seleotod Yenrs

in this survey
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flows, the remaining amonnt of $3.56 billion can be taken as
4 messure of the net amount of goods mads available to tha
countries of Latin America through the operationa of United
Dtates comparpies in the ares in 1955. To some extent, of
conrae, local resoutces would bave bean atilized if the United
States companies had not bean active. However, the value

Table 2.==fVat Resnita friam Operations of United States Companias
in Latin Awnerien, bor Endoatey,! 1955
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of the services performed by public ntilities and other enter-
prices not inolwded in these calevlations, plua the indirect
contribattiona to economia progress in the area resulting from
thtf;opmtions of the companies, would offset this consider-
niion,
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The immediate effectz of the operations of the United
States’ companies on the balance of payments of Letin
America are indicated by the differente betwesn exports and
capital inflows of $2.3 hillion, and costs of imports and income
and other remittances of $1.3 billion, To this net direct
foreign exchange return of $1 billion sheuld be added mest of
ths value of %ggs produced by United States compsnies for
local sales. erally, these goods are of the bype that, in
the absence of the large capital {edilities nod te and

managarial eﬁerienca of thess companies, would have had .

0 be Import .

The nitude of the operations of the companies, and
the remults shown when all these {actors are considerad,
demonstrates the inadequ of analyses which take into
scopunt only the net eapital flows and ineome yemittanres
cecurring in 8 given yenr. As shewm in the first chart, the
laiter are not in smount 88 compared with the value
of production generated by the importent and complev
industrial base alresdy created by United Sintes companies
a8 part of the economy of Latin Americe. The contmuing
activity of these companies in pmducinﬁgooda and services
for export and home consumption, ‘and their investmeats
for the development of additional productive capacity, ars
hoth esgential which must be coneidered in mlcuﬁting
their effects on the Latin American economy.

Over half of the dollar exports produced by United Statas
companies are aceounted for by petroleum, a5 shown in tahle
2, with smaller amounts contributed by mining and a'.ﬁri—
culture. Exports of manufaetures, both tor dollars and other
currencies, consist very hrﬁdy of meat products and other
foodstuffs. Sizeable pondollar ts are duced by

ining companies, mainly in Chile, Mexien, and Peru.

With respect to sales for dollars to countriss other then

Japoary 1937

the United States; nearly $200 million of petroleum sales
are estirnnted to be gales 1o ether countries in Latin Americn,
leaving about $82¢ million of dollar snles to countries in
Europe mnd elsewherse. -‘Thege sales include menrly 8500
million of petroleum sales’ from Venezuwels, about $100
willion of aales. of sugar and other agricultoral é)rqduﬂt-a,
largely from Cunba and other countries in the Canbbean
ares, and over $200 million of eales of ratals and minerals
from, Chile, Mexico, and Pary, Secine of the rte may
represent trade mtim-Int,m Amenes which eould not be
identified as suck. . = T T
"The extent of pmﬁqﬁhﬁn l:% United Stales companies
in exports differa sonsidersbly from country to cguntry in
Latin Americe. ain countries export one or a few major
commadities produced largely by United States compraties,
Export gales by such companies account for over 40 Dercent
of fotul exports for Vedezuels, Chile, and Peru, and some of
the smaller Caribbean comnines.

In the lérger countries with more diversifisd economies,
gch as Argentina, Brazil, and Mexico, United States com-
panies are relstively less imporfant as rtars, but malks
their major contributicn in the development of industrial

. capacity to supply growing local markets. In a number of

countries, inel Chile, Colombia, Cuba, and Venszuela,
the production of manvisctures by United States companies
for focal uea is still relatively amall bet growing rapiudly.

. As United States mmm&h expand manufacturing facili-
Hes 0 Latin Americs, their notivities sdd o Jocsl incomes
and consumption, Emﬂdiﬁouds in preater variaty and at
lowered prices, and elso help the growth of fechnicsl and
men capanities in the aren and $huns promote condi-
toms for further indusfriglizetion. United States exports of
manifactures to Latin Americs (exclusive of petroleum

The Net Gain fo Letin America From Cperations of
U. S. Direct Investments* in 1955 Was $3.5 Billion
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products) were $2.7 billion-in 1945, well abova the totals for
most eaclier years.! : However, in 1955 -United States com-

anies produced snd sold -ahont $1:3 billion of mann-
actures in Latin: Americs. - Deducting: imported manu-
factures inaluded in: the latter figure, the total of manufac-
turez by United States companies sold in the Lstin Amerioan

markeb ir' 1955-was neazly $4 billion.

Tahle 3.=Tmports by Latin American Subsidiaries and Branch:s
“of U S. Companies by Induskries and Type of Ymport, 1058
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For some countries in the area, as shewn in the second
chart, manufactures produced In are important supple-
ments to imports from the United States, although the
s%euiﬁc goods imported or produced locally differ consider-
ably.

areased manufactuﬁngolocnlly however, has not and
need not supplant aw om the United States. Inatead,
as the amount of dollars available to Latic America is main-
tained or augmented, the countriss in the ares wse them o
E&umhu.aﬁ othér products not economicelly mannfactered in

tin America,
Import of equipment and materials
. United Stetes companies ® 3o Latin America im

capital equipment, matarials, and compornents totaling sbout
3?81!] m:lcllinn for their own Uss in 1955. Imports from the

United Btates were $546 million, or abous 17 nt of all
Latin American nonmilitary imports from the United States,
Imports from other eountries, ibly ineluding a small -

smount of trade within Lati
million w .

o1, .
Lports of eapital equipment from the United States were
$137 million a5 shown in iable 3, with the petroleum indus
e

erica, were about 150

+

secounting for nearly half of the total an and public
utilities for about $25 millior each. Report :‘ imports of
¢apital equipment from other countries were quits small.
On this hasis, eapital equipment directly imported by United
States compenies accounted for 17 percent of all_Latin
ﬁglfmcan importa of capital equipment from the United
0s.
Other imposts, after elimingti

iniercompany petroleum
mlmf amounted to abont 550 P

3 million, were by menufecturing euterprices, especially those

W 1 Boo foprey or OUpweT Btsaiias, Docembe Lrpary and Dymastic Fuilack
& Pr i Abooatian of Uniled Etatas Yo Latin Amatica: i e St
- 2 Extluder companies cigaged Peimaclly o treds.

41 B2 e T

ion, of which 3409 miltion -
rom the United States. The largest imports, over $260-
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Tabde 4—~Sakon of U. 5. Companies operatiog in Latin Ameri
by Indusrtrfes and Deaﬂmﬂ_ann.alﬁﬁ (ST
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in Moaxico and Venezuela. Although ne details were
obtained, the imporits presumably represent component
parts and materials. Petroleum companies imported over
$185 million of materials, and the muﬁ and agrionitural
industries bronght in 340-$50 million . - Sorge of these
imports, elthough net classified by the companies a2 m&it&]
effuipmnent, may have been materiels required for devetop-
meni or pant axpansion.
Of total imperte by the companies, by far tha largest
smount was over 170 million repart&d’ for Venezuele, with
troleurn and manviacturing compemes both importing
arge amounts. Imports were also large by United States
mm%mesm Memico, Brazil, Argenting, and Cuba.  Tmporte
into Brazil ip 1358 were beld down by exchange restrictions. .
Althﬁuﬁ United States companiss have s smallar direct
share in Latin Americap imperts than in Latin American
exports, accounting for 10 percant and 30 percant, rospec-
tively, their indirect influence on imports is pmha.bi much
more substantial, In addition to their continuing demaad
for capital equipment and componenta of United Staies
: and wanufecture, they familiarize Latin Amerienns
with United 3taies production methods, practices, and
spurces of suliriply, apd thus have a considerable indirect
effect on the demand for United States eapital squipment
nnd other poods in Latin Amerion. .

Toble 3.=Sales of Undled States Companiea’ O tinng in Latn
Americs, by Speclfied Conntrics and Destination, 1955
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Sales by U. 8. companies nearly $5 billion

As shown in table 4, sales by United States mniﬁanias
producing commlities in Latin Americs were $4.7 biliion in
1855, and revenves of public vitlities weare over $250 million.
Salea : by the peuroleum indusiry of sbout 32.1 billion
origing from output in Venezuela, Colombia, and
Peru, about $1.7 billion, plus tha aales of affilinted
compemea in counfries where their local preduciion ie amall
or popexistent.' Intercompany petrolewn sales of about
£190 million have been sliminated, so that all pstrolenm
companies in iha area are treated, in effect, as a single
consolidated enterprice. Of total sales by the patrolewm
industyy, nem‘;lg $1 billion were made within Latin Ameries,
Empplyiuﬁn of the anm'g%:n which the economic develop-
ment of the area depends, addition, over $300 million of
petrolenmn was exporied for sale in the United States and
neaxrly $500 million wae scld Jor dollars to otber foreign
sountres.
Muanufacturing ovipnt is eold mainly -within the countries
where the enterprises are located, with the exception of meat
roducts’ which are exported in considerable guantity,
ere ip & very wide range in manufact atles by United
States com emong the countries of Latin America,
reflecting the great differvmces in thew size und stage of de-
velopment, Sales wore $300-5400 million esch in Argenting,

2. 'Thla hminary vemdl may b mwpdifed S hal e fntiee b [T
mm%humhmu&mphuﬂ. e

Japuory 195‘?

Brazil, and Mexico, $50-100 million in Chile, Colombie;
Cube, and Venezuela, 2nd less then $1 million each in seven
of the Caribbesn and Central American couniriea,

Negrly holi of the output of United States mining com-
paniez m Latin Americs consisted of Chilean copper and
nitreies. FProduetion. and refining of nenferrous metals snd
sulfur and other minerals was alsp Impertand in Maxieo and
FPeru, amounting to over $200 milbion and %00 million,
respectively, in 1935, Mining in Venezuela, mainly of iron
ore, resulted in sales of about 250 million, ahd that country
is Tapidly becoming & major producer of metale as well a8

e

Agrieultural production by United Btates companies is
concentrated in su?u:‘ properties in Cube and properties
roducing tropical fruits -and eome natural fibess in other
ibbean and Ceptral American countries aod Peru.
About one-fifth of the putput is consumed 1‘”“%‘!’ and nearly
all the remsindar is sxported for dollers to the United States
and other countries. Sales by the companies operating in
Cube were meatly $200 million in 1955, far lerger than in any
other eouniry in Latin Ameries. Costa Rica, the Domini-
cAn ublic, and Honduras, wera next with $30-540 million
each, 'There is jittle or ne apricuitura) production by Umted
Stales intaresis in the larger countries of South Americs,
. The cutput of the United States-owned publis utilities
3o Laiin America, az measured by their gros revenues, is
about 3260 million, but this relatively small amount does
not measure the importarce of shese enterprises to the fune-
tioning of the ecomomies of muny countries in the area.

Sales of Manufactures in Latin America by U. S. Companies

Manufactures produced and sold in Lakin
America by U. S, Companies during 1955
wars $1.3 billicn

MILLIOKS OF OQLLARE
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Total revenies ra from over $100 million im Cubse to
$15-%30 million enﬁa in Brezil, Chile, Guatemals, Mexien,
and Venezuela. Of course, these are gross revenues; the

Table 6. —Remittances of Dividends, luterest, Branch Profite and
5. Compunies Opera
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net income of the companies remsined quite emall relative
to the eapital employed, and theve were net [osses in o few
Latin American covntries in 1955,

Share in Latin American incomes

. The share of United 3tates companies in the npational
mecre dmd national uect of the eonntries in which
they operate can only be indicated in rough ordars of
magnitude hecause of the many statistical and conceptual
diflculties involved. Chief among the statistreal diffieultios
ara the lack of who]l{ corxpnrpble datae for tha rorigus
countiies and the problem of choo=ing an exchange rete for

deriving dellar equivalents, The prineipal conceptual
problem concerns the extent to which indirect effecta of the
operations of the companies can or should be included.

Fayments made in Latin Ameriea by Unitsd States com-
panies operating there, other than payments for materials
and indiract tnxes, ware ahout $2 hillion in 1956, as shown in
table 7. The sum of the nationnl ineomes of the countries
n themismﬁmtedmbﬂmughgﬂﬂ'biﬂinn. =0 that the

rolationship to the tolal for the United Staies companies
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reporting would be approximately 5 percant. An alternetive

- formwlation of the direct contribution of United States som-

panies would be to mngme' the gwlm domestic product of
the ares (roughly 350 billion) witk the product originating
in the United States companies, The letter smount can be
approximated us the sales of the companies (about $5 billion)
less- materisls purchased locslly and imported (about $2

billion}. If indiract effect on tha Latin Amgprican
acon of tha operaiions of the United States companies
wera ¥ en into ascount the contribution would be substan-
iially hi : :

In relation t¢ the poriion of the pet product of Latim
American eouniries onginating in the industrial sectors of
mining and manuisciuring, share of United States
companies iz estimated at 20 percent.

(n 8 country basis, paymen tz by United States companiea,
other than payments for m:abena{ﬁ accounted for abouc 25
percant of the national income of Venezuels and for roughly
10 percent of the incomes of Chile, Cuba, Honduras, aned
Peru. In Argentine, Brazil, and Mexico Iocal expenditures
by United States companies are substantisl, But eccount for
a2 much mmaller proportion of the national imeome. - This
reflacts in pert the importance of agriculiural cutput in these
sountries, in which Unjted States companies do not partie-
ipabe, sod in ert the groweh of the governmeant zactor and
ol houzing and secondery service industries in which United
Btates companies have only a very small psyt. In each of
these countries local enterprise is already iarge and growing.

Fable Tasloral Faymembs & Camlnlu Hopg in Lat
Avnepien, b}'%‘p# anid 1 try, gﬁ“ 8 -

TR bocs of dolien]
T Tutal \ taxeal | {Axes |omspec-
Sals |rleds.snp-| rayallles | Jooomes| O aod
Ind o | pller. sta] And divs + | iams
aqip- idsd
mant .
Al indworbrion, sl .. .....| 4,298 { w3 1,518 o5 wl| oz T
bolEUTe. « o emeeea] B | 148 140
snd moelbng. ... 3| 18 1% E :E ﬁ ﬁ
WD, oy v rmmmmmn wrm L4 | 5 5 0 + 1= 4
L,08a | o0 430 15 .7} [ £
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1. Idclud«s payments of patrolents reyaltbes o certaln comobdes,
3 Tes thwn $800,M0. thid

NOUE —IHiln glven oover oily oblpanbs repirting it apecial survey.
Bourgs: T. &, Dopartmant of Domomeros, Qufies of Fuaingss Ecoltiios.

Impact on Incomes

Az noted above, {Jnited States companies spent over 24
billicn in Latin Amerien in 1955 for payments of wages and
solories to employees, tax and other payments to local povern-
Inents, materials and supplies, intercet and dividends, and
other payments, These divect payments aceount for & con-
silerable of the incomes of the area, and they also
generats further activity and incomes imiireeﬂy through
e d1m_bﬁhu recipienta of the funds.

catz in Latin America by the companies for materials,
supplies, equiprnent, and utilities to about £1.8 billion
m, 155, including both capital expenditures and purchases
for uea in current production and sale. Manufacturing com-
Ponies apent over $500 million in the sres for such materials,

including over $200 million in Argeatina, $i70 million in
Brazil, and $125 million in Maxico.

Expenditures by petrolenm companjes were nearly 3500
millicn, maioly in Brazil, Colombia, and Venezuela. Agricul-
tursl and mining companies spent $125-5150 millior anch for
materials and suppliss, The bulk of the axpenditurea by
agriouliunrs] companies were in Cuba and over half the mining
expenditures wers in Mexico. Purchases by these industries
probably include substantial amounta of crude oil, ores, and
swgarcade produced locslly by others and procured by the
United States en izes. Expenditurea for materialz by
publie ukilities ware ghout §75 million,
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Nearly §1 billion paid 10:600,000 employses .

. Balavies; Waﬁ_f: 4nd other payments made to'or for their
emipleyees in Latin “Ameriea by Uhited States' companies
operating m-the area were nearly 51 billion in 1955. Pe-
troleum companies paid over $250 million in salaries, with
Venezuels slone aceounting-for $185 million. Salary pay-
ments by manufacturing mminniea exceeded $200 million,
including over $80 million in Argenting snd subatantial ‘bus
smaller amounts in Brazil, Mexico, and Venezuela, Salaries

paid by agriculture, mining and pui)]ic utilities cach exceedad

2100 million. _ — o ' '
Takle B.~Local Payments by [F. $, Com mﬂmmﬁnﬁinhhu

America, by Type and Bpeual.ﬂgil Comatries, 1
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On a coun bhazis, salary payments were about 3250
million in va?:gzueln, ver S100 million in tiny and
b{‘}i.lbg, and $70-200 miflion in Brazil, Chiles, Colembia, and

axigo.

Companies reporsing in the survafv emnploved aver 608,000
pezsons i Latin Ameries in 1958, of whom about 9,000 were
employees sent from the United States. Some 45,000 of the
emplovees were clussified o= supervisory, professional or
tucﬁniml, and of these about 8000 were from the United
Biatez and 27000 were local personnel. The petrolenm
industry accounted for a large paré of the employment of
pergons sent from the United States, &s chown in table 9.

The largest number of amployees, abous 162,000 wes re-
ported by agricultural compaaies, although this total may

Table %—Employment in [nfted States Compandes Qperating i
J__ Luﬁ:.!.::mhrn'pelndhdusw.lﬂsﬁ ating
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reflect seasonal pesks 10 some axtent rather than an suxinal
average for.1955. - The'bulk of this em ent ‘was in
Cuba, the Dommican Rapublic and Hondurss. ~Manufac-
turing enterprises employed 13,000 persons, with by far
the largest numbar in Argenting and:Brazil.. Employment
‘tha ‘mining eompsniee waa shout 90,000, with ever
20,000 each in € ico, and Peru. Public utilitics em-
ployed 78,00 pereons, largely in Brazil and Cuba. The
totals for other industry groups wers comparatively small.

Local Expenditures by U. 5. Companies
Operating in Latin America Were
$4.3 Billion During 1955

Olher payments

Sokwies, wages, end othar poymanie to
[ ]

ﬁ!u. and cihar payments bo Gowernmints

:&E!n_.r_im, supplhes, ond squiprent

'I.'l.:-.'m_pﬁh-ﬂal Coamerren, Ciilior o Buives: Esacmice B =i=k
Employment was fai:ﬁwell distribu ted smmong the various

countries.  Brezil had the largest number with about 90,000,
é.l}'g]autinn. and Cube about 75,000, Mexico about 70,000, and

e, Colombia, the Dominican Repablic, Pary, and Vene-
zui],a eath hadf 20,000-45,000. o b

measwe of output per employes can be estimated b
deducting from the sales of the ﬁm’}trad Btates companies thi
coais of materiale used, totaling sbout $2 billion. Tha re-
maining output of some $3 bilhon can be ntiributed to the
employees of the companies, or abount 5000 per employes.
There ara great differences in gross output per employes
among the varicus industries in Whﬁh!ﬁ:ﬁﬁ? States coms=
panies operate in Loptin Ameriea. - Output per amployee in -
the highly technological petroleun industry is about sgﬁ]un
and in mining it is & little over $6,000. For all sxiractive
industries in Latin America (including petroleum) the
equivalent figure is about $3,008 per employes. In manu-
faoturing the product of Urited States companies represents
ovar 3,000 par e_mﬁlcgaq; some two ta thres times the output
pei mployazf fo':-t-. ' _ail;m American ﬂ:uquufm:t.uiing. -How=
evar, man a employees en 1 manufacturipg i
Latio ﬁmejlr'ica ];lnm-dul:.wall:'lztﬂ.Jllljﬂl:liw.‘.l‘l!’.l.i'%aatgﬂlI I e
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Data on compenszation per employes can be obéained by .
] and numbers of

ecomparing totsl wage and salary payimernts
smployees reperted by the ﬂomPam};gT this basis, the
avetage -compensation per employes for sll industries was
about $1,600. Thisaverage also varies graatiy:amuncgﬁdiﬁer-
ant mdustries;, snd parily for thet resson also.among different
ecountrien. IMiferencez among oouniries within-the same
type of industry also reflect variations in living costs and
standarde of ]ivm]ﬁ.) FPatrolsum companiae paid ahout $4200
per amploc{'ee, pubdlic utilities about $1,750, mining about
$1,500 snd manuf: shout $1,350, - The aver

sgriculturs is ahout 3000, but since some of thesa em:

probably do not work tﬁmu&hout the vear, the per capita
compensation. derived from thess reporis would femd to be
Iow and would reflact lees than e year's worls. =

for

Table 10— Erupleyment in United States Gompaaies Opersting n
L;En i nlnmdﬁunnuiaa, L1 .
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By far the highest compensstion per employes, ahout
36,000 was paid In Venezusla, reflecting the importance of
the petrolewin industry, high Living costs, the Tela-
tively lnge number of employass gent from the United
States, Compensation per employes was also sbove the
gverage in , Colombie, and Chitba.

Payments to governments over §1 billion

United States compenies reporting in this survey paid over
$1 billisn in ineoms and other taxes to governments in Latin
America in 3955. According to the available estimstes,
thiz total ml?t:'eaenta roughly 15 percené of all Government
Fevenues in the area.

Taxes on incoimne, including royalty ol payments in
Venezgela, werz about 3650 million, accounting for 30—40
percent of all direct taxes on income and profits in Latin

ca.

About 60 percent of the texes on income were paid by

eum companies, of which about half was psid as in-
come taxes and half as royalties on oil producta. Thie
Tepresents an overall income tax rate of about 47 percent of
Profits before taxes for the industry. By far the largest in-
come tax payments by the petrolenm companies wers in
Venezuela; in most other countries indirect taxes paid by
the petraleum compenies were much lsrger tham direct
taxes on ineomea, )
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Mining compsnies paid nearly $160 miilion in incoms
taxas in 1055, 3 well az over $90 million in indirect taxes,
Baged on these . iocone taxes on mining enterprizes
were at a Tate of aboui 63 percent, and the rate would be
substantislly hl%uhfﬂ the other typea of taxes were talken
into account, rate waa somewhat higher in Chile,

Table 11 ~~Revenes of Latha Azerican Goveruvaonts Derived from
. 5. Coappanies in Latin Ameries, Iy Trpe ahd Industry, 1955
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. Othar tayes
Teial .
IndmRy - Other
| | || Y
’ -]
All bednstrion, tofal______. E 063 | &8l | 402 L5 T3 >
ﬂf!ﬂuulmre .......... 49 25| Za 1 ] 23
ining and smelting | 243 | 129 94 j______ % [
Potroleum ., . .......| B6f | 401 | 158 1% i
Manufactring ... ._. 135 5] 83 24 - % 37
FPaoblie wtdlltien_ . __. a0 15| 15 4 ) 11
b T 35 1T | 1% +* -] i2
Other mdustries_ .. 12 i) al 9 L) 5
h?ﬁ‘iﬁn oF patrobeiim roTalties n gbrinin ddun brigd.

NOTE,—Dwts givan 0wy taly pmpanies repoarsing 10 speial Jurrer.
Botwes: T, 8, Dupurinent of Qamumerss, e of Busimer Eooomdeo,

whera by far the largest amount of taxes on mining was paid.
Inmma:."taxes of n,bﬁt $50 million wers paid by manﬁiau-
tul;iﬁ companies, inchuding sizable amounts in Argentina,
Brazl, and Mexico, The average effective ineome tax rate
on manufactaring compenies appests to be about 37 pereent.
In addition to income iaxes, menwiaciuring wtqgmns paid
abont $85 million in indirect taxes. Taxes paid by other
industries appearad to ba at & rate of ahout 40 percent, but
were coln tivaly amall in amount.

Az wonld be soted in less developed areas, tha govern-
menty of the Latin American countries, with the exteption
of Chile and Venezuela, derive most of their revenue from
indivect taxas, expacially faxes on consumption and imports.
Although the companies reporting in this survey were nob
asked to provide dsiaile on indirect taxes, some downs
were given and are shown in tables 11 and 12. Thesa fizures
show the importance of sales taxes for the manufacturing
and petroleum indurtries and of import and verious prodize-
tion taxes for petrolenm and mining,

_From the point of view of tax admiviztration, snd con-
sidering the regressive nature of indivect taxation in Latin
Americs, several countries in the area derive great benefit
from their ability to obtain auck a considerabls part of their
revenues in ths form of direct taxes on the income of Unitad -
Siates companies operating in their territory.

Venezuele recaivad tha larpest amount of tax revenue
from United States companies, accounting for nearly 40

cent of the total for Latin Americs. Taxes received from
nited States companies provided abount half of totel gouv-
ernment Tevenuss in Venesuela. In Chile, receipis from
United States companies also [jylaldad & large part of govern-
ment revenues, Taxes on United States companies were
emaller but pevertheless of considersble significance in a
number of other countries, especially Argentins, Brazil, and
Maxico. These three countries have relatively well de-
veloped economies, and revenues derived from United States
commpanies comprise & much smoller pari of their total
Eovernmeant ravanies. o -
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Scope of Investmient Activities

Witk Latin Awarican countries sqiving to_raise  their
produciive capatity, participation by Untted Biates com-
panies in tal formation is a very important aspect of
their operations in the area. The most comprebensive and
meaningful -measure of such investment activity includes
expenditures for plant and equipment, net additions to
inventories, and outlays o explors and Javalup DY SOUrces
of raw maiensls. United Statez companies veporiing in the
survey used nearly $600 million ju Latin Ameriea for these
purposes in 1955,

Fablp 12 ~=Reveoaes of Latin Amcrican Gorernments Pexlved From

U. 5. Companies in Latin Anceries, by Type and Selected Contes
triex, 1955 .
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Plunt and cquipment expenditures by TUnited States
companies totaled over $400 million in 1955, s& shown in
tabla 13. Similar figures for total private induatrial invest-
mené W Latin Amgrica sre nobt avaiable, Total gross

rivate mvestment i fived capital in Latin Amarica has

eon estimated at somewbat over §5 billion in 1955, but
this totel includes remidentisl housing 0 nou-
induatrial outlays. Consequently, the shave of the United
States companies in privete investments in fixed industrial
amsets would be at lesst one-tenth. Thair share in ovarall
investment aetivity would ba somawhat smallar sines inveat-
maumt:l]y'gwemment.a in the area are ahont 30 percent of
the total, . . - .

Hoewaver, the significancs of foreign capital in the economic
development of & ra derives nat s0 much from Hs share

in o capital tion as from its contribution in
specific straiegic spheres of economic activity which may
stimulete and facihitate further of in ous enier-

prizes. At the present time, Taited States direet investment
companies are tgart.iwlarlj' aciiva in dﬁ?ﬁ]ﬂpﬁ the maineral
resourcea of the ares, establishing new indusiries and
expanding older enterprises, introducing new techniques of
distribution, and continuing to provide electric power snd
other public utilities in many countrics, )

of the total of nearly $600 million investad by United
States companies i 1856 waa provided by the petroleum
industry. Investments by thie industry were eonsiderably
larger in 1956 and are ax%act.ad to continwe at a high rabe for
 some time to come. Petroleutn companies spent $236

million for plant and equipment in 1955 and over $60 million
to explors and develop new producing areas. 'Tha funda to
finence thesa outlays wers provided mainly out of charges
against income, as shown in table 13. . ]

-About two- la of the peiroleum invesiment waz in
Venazwela,- and sizebls invesiments wers alse made in
(Colombia, Peru, Brazil, and Cuba. In 1956 asubstantial
ihvestments were being made in & number of countrica whera
thera was mm;mmtiv&y lictle activity before.

United States manufact com covered in tha
survay invested about $110 million in Latin Ameriss in 1955 i
¥ out o

Manufa.num.anﬁ investments were financed !
funds provided by parent companies and other United States
equrees -and by reinveatad i with emaller amounts
Emviﬂe;d by depreciation cherges and some local finsncing.

or this industiy, investments by compaunies not reporting
in this survey wera also subsfantial, .

Abuout $50 willion of the investinent in marufactur
plant and squipment. and nventories wns in Maxico, a2 we
28 1 considerable part of the expansion ju accounts receivable.
Manufacturing investments in entina snd in Braszil
exceaded $20 million, aud over $10 million anch was invested
in Columbia snd Venezuela.

Sales by U. 5. Companies Operating
in Latin America During 1955
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Public utility eompanies invested $65 million in plant and °
gquipmaent, largely 1w Brazil, Chile, and Cuba., Most of
the funds were supplied from the Uhnited States, including
loans from the Export-Import Bank, and through charges
for deprecistion and retirement of aquipment. substan-
%al n;lmnuntr of Jocal capital was alse provided, especially in

¥

Mnﬁymjniu companied were beginning major expan-
slons in 1955, a.ga rdﬂagtad in plant and eqmpmﬁr{t expe.ndtiu
tores of over $50 million wnd tion end dsvelopment
expanses of shout $10 million, Investment by this industry
is

scheduled for continued high-level activity. Much of
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the 1065 investment, as well as the later expapsion, was
m Peru, and investments were also substantial im Chile,
Mexivo and Venezuela. Depreciation and depletion charges
zro & major factor in nancing capital expeansion and modern-
ization by the waining indusiry, with smaller amonnts pro-
vided by reinvested earmings, S o
Investments by United States agricoltursl enterprises in
Latin America were $30 millicn in 1955, spread over 2 num-
ber of coundries, Depreciation chargas are alse a major
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source of funds for these mm%nias with reinvested earnings
and eapital dows from the nited States providing lesser
amonoia.

1. Insdudes B miear ane agk ofsgally foans-

Investment largest in Venezuelo

Capitad axpenditures in Venozuela by United States
compantes in 1955 were 325G million, much the est for
ony country in Latin America, reéaeting prim the
rapid expansion of the petroleum industry. Nexi was
Brazil, with about $i0 million of inv‘a:stmant.,Im&in]y by
mmnufncturin%mmpaniea and publie utilitiea. Investments
in Colombia, Pern and Mexieo were $40-$50 million each;
in Colombia petroleum was the most importent industry
and manufacturing was aleo sizable, the miming mdusgﬁ
waa outstanding in Peru, and manufecturing accoun
for most of the Invastment in Mexico.

Argentina, Chile, and Cuba each received $26-335 million
of eapital investment by United States companias, Public
utilities provided much of the total in Chile and Cubn and
mannfacturing was most important in Argenting.

Ouer $1 billion of funds available in 1955

q The data mUmt:ald ﬁgw and uses of funds a.vaiﬂ:h!a
uring 1958 to Unj tates companies operating in Latin
Amarfu, iven in tables 13 and 14, provide & more complata
apd detoiled measure of the groes investment activities of
the compenies and their means of finaneing them then the
dats on ?ﬂt capital flows which are eollected for mt]?:

ance of payments statistics, 'This is Jagal becanse
latter net nﬂ: the flow of funda coming to the Enitad States
{ram charges against income for depreciation and retirement

fixed t the reivestment of such funds, and
anﬁ

of anngta
development exploration expenses are treated in the

SURVEY (OF CUBBENT BUSINESS : : 15

balantﬂnoe of paymenta as carrent oosts rather than aa capital
ol wa.

In 1955 the comy reporting in this survey had svail-
able about $1.2 billion afier mn:gms their currgt .
The largest source of funds was earnings of about $700
willion, followed by daprecietion and depletion charpes of

Table 14 —Sources and Vees of Faads of ¥ 8. Compantes Operailng
in Latin America.t by Selected Countries, lﬁf
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Bagres; T, 8, Doparbment of Commarce, Tve of Busloess Bronomics.

about #300 million, net funds supplied from the United
States of about $125 million, and funds from other sources,
mainly local ereditors, of shout $120 million. In addition,
exploretion and development expensas charged ngsingt in-
coimg wers over $70 million.
As describad above, nesrly half of the funds svailable to
the companies wera used in Latin Americs for investments in
lant and equipment and inventories, and for exploration and
evelopment. Aboput $176 million were added to net eash
holdings, accounts receivable snd miscellanecps arsets, The
provimon of lavge amounts of working capital & essentinl for
the spocessful operation of expanded productive facilities.
The compapies reported remittances from Latin America
of dividends and branch profits amounting to sbout $555

miltion. :

The combined total of net capital Hows fram nt com-
penies in the United States reinvested earning: for the
companies covered in this survey would be somewhat ess
thon $300 million, and this would ba the amount used in
mezsuring the jucresse in the book valua of the United States
drrect investmenis in these enterprises in 1955,  This would
cover only about half of the % investments actuelly

carried out in the year, ermnore, tha axtent of
the difference would vary greatly among industries and
countries, dep on the sovrces of the funds bemngused
for invertment. In Venezuele, which has the iffer-
ence between gross investment and ch in net book value,
the inevesse in the book valus of all United States direct
Investirents in 1955 was shout $60 million, while, s we have
seen, capital expenditures by the cnmg:niea ing in this
survey ‘ware $260 million. Similar but i .
sppear in the data for Chila, Colomhia, Cuaba, and Perw

{Contivued on pags B4}
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sxplaited on the basie of the Tndgating eqe cites in many
cases tha 0ver&]lo}n'oiwt. 1z estimated with some leeway as to
tha Breakdown of expenditires. =

The failure of construction outlays to show up more reedily

predicteble than aqm;gmant may result becoues eguipment.

ontlays are made much more sontinususly than eonstruction
expenditures in_the t}:’ﬁiﬂ&l firm. Flant outlays are mede
rather irvegularly by the typical firm whereas the more or
lezs sonstant need for replacement of equipment rosults in a
rather continuous process. Furthermora, the typical plant
vutley involves only one or possibly & fow planis in medium
snd a firms unforesesn shoriage of materinls pany
ha.‘i;ni: ﬁwme? on one or & fow units whamash ihedeﬂ'ect
an un of equipment itemss typically bought during
the yesr will be mt;..gh more diffused because af“fha wide
varying conditions under which the equipmeent is produced.
Much of the postwar period hios been distinguished by such
shortage conditions although it may ba noted that thess
findings for 1955 corroboraie thoss made sarlier for the down-
turn year of 1940, The possibility alse axste that of times
respondents have difficuliy in clnmifﬁn%hgxpmditm into
ene category or the other, especially in caea of projects
aterted bat not completed.

There sppeared io be little evidence fhat clomeness in

Jannery 1957

anticipation was related to the proportion of outleys devoted
0 eXpansion programs even it would ssem reasonabls -
that such programs vequire more careful wod lenger range:

planning then replecement programs. Menufactormg com-
panies with capital outlays more then 25 percend. for eiﬂg:a-
sion purposss were nob i ly more reliable than thoss
whosge ams were lega than 25 percent for expansion
There did not appesx to be any differences in this relation for

.the various size grotps of firns

. Table 7 nlso shows that in 1956 manufacturers were batiar
nbla to anticipate capital gutlays in aggfﬁgnte than either
ﬂhammt_or expansionh separntaly. part this may

lact the diffieulty of defining expension as oppozed to re-
placement; mﬁcnimtﬁ were given considerable leeway in
providing this breskdown, and may not have used the game.
clnwification of E;oiecta in hoth tha anticipated and actual
fi Bomowhat greater accuracy was apparent for re-
plusement outlays than for expansion for slf sizes of firms.

Fyrther tnvestigation

The Suwreey will present later this rear findings on snles,
profite and other factora sltering capitel outleys, es part of
& continuing stndy of changes in investment programs, -

The Role of U, 5. Investments in the Latin American Economy
{Continved from p. 15)

In this study an gttempi iz made to measnre the henefits
resulting from the sxpamsion sod continued operwtions of
United States direst private investments abroad. Althouph
the data in this study relate. only to Latin America, an
extenaion of the coverage of such reports to all countries
would show that similar banefits are derived by
countries in other areas. Thesa date csn provide & better

understanding of the rols of private investments by selting
forth the facts concerning their sffacts and significanca.
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